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and cost of living adjustment for facili-
ties located in Alaska and Hawaii. 

(B) The outlier payment equals a per-
centage of the difference between the 
IPF’s estimated cost for the case and 
the adjusted threshold amount speci-
fied by CMS for each day of the inpa-
tient stay. 

(C) For discharges occurring in cost 
reporting periods beginning on or after 
January 1, 2005, outlier payments are 
subject to the adjustments specified at 
§§ 412.84(i) and 412.84(m) of this part, ex-
cept that national urban and rural me-
dian cost-to-charge ratios would be 
used instead of statewide average cost- 
to-charge ratios. 

(ii) Stop-loss payments. CMS will pro-
vide additional payments during the 
transition period, specified in 
§ 412.426(a)(1) through (3), to an inpa-
tient psychiatric facility to ensure 
that aggregate payments under the 
prospective payment system are at 
least 70 percent of the amount the in-
patient psychiatric facility would have 
received under reasonable cost reim-
bursement had the prospective pay-
ment system not been implemented. 

(iii) Special payment provision for in-
terrupted stays. If a patient is dis-
charged from an inpatient psychiatric 
facility and is admitted to the same or 
another inpatient psychiatric facility 
within 3 consecutive calendar days fol-
lowing the discharge, the case is con-
sidered to be continuous for the pur-
poses listed below. The 3 consecutive 
calendar days begins with the day of 
discharge from the inpatient psy-
chiatric facility and ends on midnight 
of day 3. 

(A) Determining the appropriate 
variable per diem adjustment, as speci-
fied in paragraph (d)(2)(v) of this sec-
tion, applicable to the case. 

(B) Determining whether the total 
cost for a case meets the criteria for 
outlier payments, as specified in para-
graph (d)(3)(i)(C) of this section. 

(iv) Payment for electroconvulsive 
therapy treatments. CMS provides an 
additional payment to reflect the cost 
of electroconvulsive therapy treat-
ments received by a patient during an 

inpatient psychiatric facility stay in a 
manner specified by CMS. 

[69 FR 66977, Nov. 15, 2004; 70 FR 16729, Apr. 
1, 2005, as amended at 71 FR 27086, May 9, 
2006] 

§ 412.426 Transition period. 
(a) Duration of transition period and 

composition of the blended transition pay-
ment. Except as provided in paragraph 
(d) of this section, for cost reporting 
periods beginning on or after January 
1, 2005 through January 1, 2008, an inpa-
tient psychiatric facility receives a 
payment comprised of a blend of the es-
timated Federal per diem payment 
amount, as specified in § 412.424(d) and 
a facility-specific payment as specified 
under paragraph (b). 

(1) For cost reporting periods begin-
ning on or after January 1, 2005 and on 
or before January 1, 2006, payment is 
based on 75 percent of the facility-spe-
cific payment and 25 percent is based 
on the Federal per diem payment 
amount. 

(2) For cost reporting periods begin-
ning on or after January 1, 2006 and on 
or before January 1, 2007, payment is 
based on 50 percent of the facility-spe-
cific payment and 50 percent is based 
on the Federal per diem payment 
amount. 

(3) For cost reporting periods begin-
ning on or after January 1, 2007 and on 
or before January 1, 2008, payment is 
based on 25 percent of the facility-spe-
cific payment and 75 percent is based 
on the Federal per diem payment 
amount. 

(4) For cost reporting periods begin-
ning on or after July 1, 2008, payment 
is based entirely on the Federal per 
diem payment amount. 

(b) Calculation of the facility-specific 
payment. The facility-specific payment 
is equal to the estimated payment for 
each cost reporting period in the tran-
sition period that would have been 
made without regard to this subpart. 
The facility’s Medicare fiscal inter-
mediary calculates the facility-specific 
payment for inpatient operating costs 
and capital costs in accordance with 
part 413 of this chapter. 

(c) Treatment of new inpatient psy-
chiatric facilities. New inpatient psy-
chiatric facilities, are facilities that 
under present or previous ownership or 

VerDate Mar<15>2010 10:39 Nov 29, 2010 Jkt 220180 PO 00000 Frm 00647 Fmt 8010 Sfmt 8010 Y:\SGML\220180.XXX 220180jd
jo

ne
s 

on
 D

S
K

8K
Y

B
LC

1P
R

O
D

 w
ith

 C
F

R



638 

42 CFR Ch. IV (10–1–10 Edition) § 412.428 

both have their first cost reporting pe-
riod as an IPF beginning on or after 
January 1, 2005. New IPFs are paid 
based on 100 percent of the Federal per 
diem payment amount. 

[69 FR 66977, Nov. 15, 2004; 70 FR 16729, Apr. 
1, 2005, as amended at 71 FR 27087, May 9, 
2006] 

§ 412.428 Publication of Updates to the 
inpatient psychiatric facility pro-
spective payment system. 

CMS will publish annually in the 
FEDERAL REGISTER information per-
taining to updates to the inpatient psy-
chiatric facility prospective payment 
system. This information includes: 

(a) A description of the methodology 
and data used to calculate the updated 
Federal per diem base payment 
amount. 

(b)(1) For discharges occurring on or 
after January 1, 2005 but before July 1, 
2006, the rate of increase factor, de-
scribed in § 412.424(a)(2)(iii), for the 
Federal portion of the inpatient psy-
chiatric facility’s payment is based on 
the excluded hospital with capital mar-
ket basket under the update method-
ology described in section 
1886(b)(3)(B)(ii) of the Act for each 
year. 

(2) For discharges occurring on or 
after July 1, 2006, the rate of increase 
factor for the Federal portion of the in-
patient psychiatric facility’s payment 
is based on the Rehabilitation, Psy-
chiatric, and Long-Term Care (RPL) 
market basket. 

(3) For discharges occurring on or 
after January 1, 2005 but before October 
1, 2005, the rate of increase factor, de-
scribed in § 412.424(a)(2)(iii), for the rea-
sonable cost portion of the inpatient 
psychiatric facility’s payment is based 
on the 1997-based excluded hospital 
market basket under the updated 
methodology described in section 
1886(b)(3)(B)(ii) of the Act for each 
year. 

(4) For discharges occurring on or 
after October 1, 2005, the rate of in-
crease factor for the reasonable cost 
portion of the inpatient psychiatric fa-
cility’s payment is based on the 2002- 
based excluded hospital market basket. 

(c) The best available hospital wage 
index and information regarding 
whether an adjustment to the Federal 

per diem base rate is needed to main-
tain budget neutrality. 

(d) Updates to the fixed dollar loss 
threshold amount in order to maintain 
the appropriate outlier percentage. 

(e) Describe the ICD–9–CM coding 
changes and DRG classification 
changes discussed in the annual update 
to the hospital inpatient prospective 
payment system regulations. 

(f) Update the electroconvulsive ther-
apy adjustment by a factor specified by 
CMS. 

(g) Update the national urban and 
rural cost to charge ratio median and 
ceilings. CMS will apply the national 
cost to charge ratio to— 

(1) New inpatient psychiatric facili-
ties that have not submitted their first 
Medicare cost report. 

(2) Inpatient psychiatric facilities 
whose operating or capital cost to 
charge ratio is in excess of 3 standard 
deviations above the corresponding na-
tional geometric mean. 

(3) Other inpatient psychiatric facili-
ties for which the fiscal intermediary 
obtains inaccurate or incomplete data 
with which to calculate either an oper-
ating or capital cost to charge ratio or 
both. 

(h) Update the cost of living adjust-
ment factor if appropriate. 

[69 FR 66977, Nov. 15, 2004, as amended at 71 
FR 27087, May 9, 2006] 

§ 412.432 Method of payment under 
the inpatient psychiatric facility 
prospective payment system. 

(a) General rule. Subject to the excep-
tions in paragraphs (b) and (c) of this 
section, an inpatient psychiatric facil-
ity receives payment under this sub-
part for inpatient operating cost and 
capital-related costs for each inpatient 
stay following submission of a bill. 

(b) Periodic interim payments (PIP). (1) 
Criteria for receiving PIP. 

(i) An inpatient psychiatric facility 
receiving payment under this subpart 
may receive PIP for Part A services 
under the PIP method subject to the 
provisions of § 413.64(h) of this chapter. 

(ii) To be approved for PIP, the inpa-
tient psychiatric facility must meet 
the qualifying requirements in 
§ 413.64(h)(3) of this chapter. 

(iii) A hospital that is receiving peri-
odic interim payments also receives 
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